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E.O. 11652: GDS 
TAGS: EAID, PO 

SUBJECT: PORTUGUESE LOAN REQUEST 
FOR THE AMBASSADOR 

1 . WE HAVE BEEN IN TOUCH SEVERAL TIMES WITH TREASURY 
ON THE REQUEST PUT TO YOU BY SOARES LAST FRIDAY. OUR 
READING OF THE SITUATION IS THE FOLLOWING: 

2. TREASURY WILL BE SYMPATHETIC TO SOMETHING LIKE THE 
FIRST LOAN IF REPEAT IF THE PROGRAM TO BE ANNOUNCED 

BY THE GOVERNMENT ATTACKS WHAT TREASURY VIEWS AS THE KEY 
TO PORTUGAL'S ECONOMIC PROBLEMS; (1) INTEREST RATES; 

(2) EXCHANGE RATES; (3) WORKER PRODUCTIVITY. IF SATISFIED 
ON THESE POINTS TREASURY WOULD AGREE THAT AN ECONOMIC 
BASIS FOR SUCH A LOAN EXISTED. TREASURY WOULD SEE IT AS ONE 
FOR SIX MONTHS TO BE REPAID BY A DRAWING FROM THE INF OR 
ELSEWHERE. WE HAVE EMPHASIZED THE POLITICAL ARGUMENTS, 
ARGUING THAT DETAILS OF A PROGRAM POINTING IN THE RIGHT 
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WHOSE PURPOSES ARE AS MUCH POLITICAL AS ECONOMIC, ES- 
PECIALLY WHEN PORTUGAL ENTERS INTO A DIFFICULT PERIOD OF 
GRAPPLING VIA UNPOPULAR MEASURES WITH ITS GREAT ECONOMIC 
PROBLEMS. 

3. THE BILLION DOLLAR SIZE OF THE LONGER TERM LOAN HAS 
HAD A NEGATIVE EFFECT IN TREASURY. FEELING SEEMS TO 
BE THAT THE AMOUNT IS EXCESSIVE AND THAT DIRECT APPEAL 
TO U.S. ALONE IS NOT REALISTIC. WE ARE TAKING THE LINE 
THAT A CONSORTIUM (INCLUDING INTERESTED INSTITUTIONS) 

COULD BE INFERRED, BUT TACTICALLY WE ARE CONCENTRATING 
ON SOARES' FIRST, SMALLER REQUEST. KISSINGER 
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